Michigan Deptanment of Treasury
408 {204

Auditing Procedures Report : x

|zsued under P4, 2 of 1986, 83 &meandsd
Lot Gavemment Typs Lopat Govemmant Marme ~{County
Clcity ] Township  [_Jviage other | SAGINAW COUNTY ROAD CGMMIEEIGN | SAGINAW
At Date Crinlon Date Diate Assaurtant Report Buhrri:mmsmoc
9/30/05 1/27/06 2f21/08

We have audited the financial stataments of this local unit of govemment and rendered an opinion on financial statements prepared in
accardance with the-Statements of the Governmental Accounting Standards Board (GASB} and the Uiform Reporiing Fonmat for
Finanaial Statamernis for Countias and Local Unils of Govemment in Michigan by the Michigan Depariment of Treasury,

W affirm that:
1. We have complied with the Bullelln for the Audits of Local Urits of Governmeant in Michigen as revised,

2. We are cerfified public accountants registered to praciice in Michigan,

We further affirm the following, "Yes" responses have been disclosed in the financial staterments, including the notes, or in the report of
comments and recommendations

You must check the applicable box for each item baiow.,
E[Yaa Mo 1. Cerain component unitsffunds/agencies of the local unit are excluded from the financial statements.

] es No 2 There are accumulated deficits in one or more of this units unreserved fund balances/retained eamings (P.A,
275 of 1880),

|:|Ya5 Mo 3 There are instances of non-compliance with the Uniform Accounting end Budgeting Act (P.A. 2 of 19588, as
amended),

[:]‘r’as m No 4. The local unit has violated the conditions of either an order issued under the Municipal Financa Act or [is
requirements, or an grder issued under the Emergency Municipal Loan Ad,

DYE@ No 5 The locsl unit holds depositsfinvestmants which do net comply with statutory requirements. (P.A. 20 of 1843,
as amended [MCL 125.81), or P.A. 65 of 1882, as amended [MCL 238.1132]}.

[JYes Mo B The losal unit has baen delinquent in distributing tax revenues that were collectad for another taxing unit,
The local unit has violsted the Constitutional requirsment (Article 9, Saction 24) fo fund currant ysar earned
[¥es Mo 7. pension bengfits (normal costs) in the current year. If the plan Is more than 100% funded and the overfunding
credits are more than the nomal cost requirernent, no contributions are due (paid during the year),

[Jves [fINo & The local unit uses credit cards and has not adopted an applicabie policy as required by P.A. 266 of 1995
(MCL 129.241).

DY&s E Mo 8 Thelocal unit has not adopted an irwast[nar_lt policy as requined by PLA. 196 of 1897 (MCL 120.95).

: B M
We have enclosed the following: Enclosed Famm'gad HEqL?ifmd
The latter of comments and recommendations, ,/
Reports on individual federal financtal assistance programs (program audits). {
Single Audit Repers (ASLGU). \/
Carifiad Public Accountant (Firm Marna)
GARDNER, PROVENZANOQ, SCHAUMAN & THOMAS, P.C.
Slrast Address City late P,
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INDEPENDENT ALIDITOR'S REPORT

January 27, 2006

Members of the Board

of County Road Commissioners
of Saginaw County

Saginaw, Michigan

We have audited the accompanying financial statements of the governmental
activities of the Saginaw County Road Commission, a component unit of
Saginaw County, as of and for the year ended September 30, 2005, which
comprise the Road Commission’s basic financial statements, as listed in the
table of contents. These financial statements are the responsibllity of the
Saginaw County Road Commission's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to

financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan

and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements, An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion,

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of the government activities of the
Saginaw County Road Commission as of September 30, 2005, and the
respective changes in financial position for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

4855 State Street | PO Box 6457 | Saginaw, Michigan 48608 | 989, 7003000 | Foo 982.790.3155
5326 West Genesee Strect | Frankenmutly, Michigan 43734 | O989,652.6220 | Fax: OBO.G52.2745




Members of the Board

of County Road Commissioners
of Saginaw County

Page Two

In accordance with Government Auditing Standards, we have also issued our
report dated January 27, 2008, on our consideration of the Saginaw County
Road Commission's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, grant
agreements, and other matiers. The purpose of that report is to describe the
scope of our testing of intemal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and
should be read in conjunction with this report in considering the results of our

audit.

The management's discussion and analysis and budgetary comparison
information are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally acceptad
in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the supplementary information. However, we
did not audit the information and express no opinion on it.

Qur audit was performed for the purpose of forming an opinion on the financial
statements taken as a whole. The additional supplemental information is
presented for purposes of additional analysis and is not a required part of basic
financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the financial statements of Saginaw County
Road Commission and, in our opinion, is fairly presented in all material respects
in relation to the financial statements taken as a whole.

WW,M&W;P(-

Certified Public Accountants
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SAGINAW COUNTY ROAD COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED SEPTEMBER 30, 2005

INTRODUCTION

The Saginaw County Road Commission (SCRC) s a special purpose
government engaged in a single government program of road maintenance and
construction in the County of Saginaw, Michigan. The adoption of GASB-34 in
FY03 changed the SCRC financial statement presentation. In the past,
governmental entities were required to report financial information only on the
modified accrual accounting methed. The madified accrual method of accounting
focuses on current available resources and is referred to as governmental fund
level accounting. Now, in addition to the govemmental fund level infarmation,
govemmental entities are alse reguired to report financial information on the full
accrual method of accounting., The full accrual method of accounting focuses on
the entity as a whole and is referred to as government-wide level accounting.
For SCRC, the most significant differences between the governmental fund
statements and the government-wide statements relate fo capital assets
{buildings and equipment) and infrastructure (roads, bridges, and signals).
Capital assets and infrastructure are not recognized as assets and are not
capitalized at the governmental fund level.

As allowed for single purpose governments, the Statements of Net Assets and
the Statement of Activities, the fund level financial statements and the
government-wide financial statements have been combined and are presented

on the same page.

The audited financial activities of SCRC are presented herein. These statements
include the following:

s Staterment of Net Assets and Governmental Fund Balance Sheet,

« Reconciliation of the Balance Shest Fund Balance to the Statement of Net
Assets,

» Statement of Activities and Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balance, and

« Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balance of Governmental Funds to the Statement of Activities.



SAGINAW COUNTY ROAD COMMISSION

MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

FOR THE YEAR ENDED SEPTEMBER 30, 2005

CONDENSED FINANCIAL STATEMENTS

The following are condensed government-wide financial statements for SCRC,

Condensed Statement of Net Assets

Azzats 2005 2004

Currant E 10,077,504 8772227

Caplital agsets 137 655,978 133,753,803

Total Assets 3 147,733,880 142,526,030
Ligblities

Current 5 1,252 045 a09, 6a5

Long-term liabilities 680, 750 856,231

Total Liabilities 1,833 645 1.&?5.925
Met Assels

Restriched k] 8,144,208 7,186,301

Invested in capital assats - net of related debt 137 B85 976 133,753,803

Total Net Assets . S 1 45.§Pﬂ.1 Ei 140,850,104

Condensed Statament of Activitles
Revanus 2005 2004

Federal and State Revenue & 17 0584 808 17,723,002

Contributions from Local units 2,815,393 2.058,732

Other, including charges for services 1,716,855 1,832,424

Total Revenue 21.681,156 21,816,058
EKP'EH'IS\EE-

Primary preventive/routine maintenance 3,257 504 3,384 3811

Local preventivedroufine maintenance 4,826,606 4,584 544

Depraciation 7,076,418 6,658,778

Administrative ara. 706 B2z 801

Other F00.841 615,744

Taotal Expenses 16,841,075 16,176,263

Change In Net Assets $ 4,850,081 5,439,088

FINANCIAL ANALYSIS OF THE COMMISSION AS A WHOLE

The total net assets increased by $4,850,081 during FY2005. The net assets
and changes In net assets are summarized balow.

Net Assets

Restricted net assets are those net assets that have constraints placed on tham
by either. (a) externally imposed by crediiors, grantors, contributors, or laws or

regulations of other govemments, or (b) imposed by law through constitutional

provisions or enabling legislation.

Enabling

legislation authorizes the

government to assess, levy, charge or otherwise mandate payment of resources

3



SAGINAW COUNTY ROAD COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED SEPTEMBER 30, 2005

FINANCIAL ANALYSIS OF THE COMMISSION AS A WHOLE (cont.)
Net Assets {continued)

and includes a legally enforceable requirement that those resources be used only
for the specific purpose stipulated in the legislation. As such all assets (except
for assets invested in capltal assets, net of related debt) are considered
restricted,

The restricted net assets increased by $947 908 during 2005. The primary
reason for the increase was many local projects planned for completion in the
vear ended September 30, 2005, were not completed until the first quarter of the

next year.

The investment in capital assets, net of related debt increased by §3,802,173.
The increase in net assets is primarily the result of the reporting additional
investment in infrastructure $10,895,213 for the year 2005. The depreciation for
the current year's infrastructure will be depreciated in the subsequent year.

THE ROAD COMMISSION'S FUND

The Road Commission's general operations fund is used to control the
expenditures of Michigan Transportation Fund monies distributed to the County
which are earmarked by law for road and highway purposes.

During FY2005, the General Fund balance increased by $962,427 or 12% of the
beginning General Fund balance. A major component of the increase is the
postponement of many local projects from this fiscal year to next. These projects
were scheduled to be completed during FY2005, but were delayed due to
weather, changes in the scope of the project, and scheduling changes due to
postponement of Federal/State projects.

Management believes that the General Fund balance provides sufficient working
capital to support future operations of SCRC.

BUDGET

The SCRC budget is prepared in accordance with state law using the modified
accrual accounting basis. This is the same accounting basis used for the

General Fund.



SAGINAW COUNTY ROAD COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED SEPTEMBER 30, 2005

ORIGINAL BUDGET VERSUS AMENDED BUDGET

The 2005 budget was adopted in September 2004, The budget is reviewed
pericdically and amended as information becomes available or management's
plans change. The amended budget revenue was increased by approximately
$17,000. This increase is due to a combination of both increases and decreases
in revenue as follows:

Federal Revenue: The budget for federal revenue was amended down by
$861,214. This variance was due to several projects not anticipated to be
completed in FY2005 and in some cases, funding not available until
FY2008.

Private Source Coniributions: With the new GASB-34 rules, we are
required to report the roads in subdivisions that are built by developers
and then accepted by us for maintenance purposes as private
contributions. At the beginning of the year, no data is available to inform
us of the value of subdivisions to be built over the course of the fiscal year;
therefore no revenue of private contributions is budgeted. We amended
the budget to reflect estimated contributions of $8486,000.

Township Revenue: Since the budget for the new fiscal year is presented
long before Townships actually present their requests for projects, the
amount of township revenue is simply an educated guess according to
past history. The amended figure is decreased by approximately
$200,000 most of which is attributed to the Township's share of the Burt
Road Bridge project that is postponed until FY06.

Miscellaneous Revenue: The variance of $197,.898 in miscellanecus
revenue was mostly due fo an insurance recovery not anticipated when

the first budget was adopted.

Total budgeted expenditures decreased from the original budget to the amended
budget by approximately $171,000. This decrease is due to a combination of

both increases and decreases as follows:

Preservation/Siructural Improvements: The decrease of $1,402,509 is
due to the delay of several Federal projecis along with the delay of several
of the Manager's primary projects, expenditures were moved from
Construction/Capacity Improvements and  Preservation/Structural
Improvements to Preventive/Routine Maintenance.




SAGINAW COUNTY ROAD COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED SEPTEMBER 30, 2005

ORIGINAL BUDGET VERSUS AMENDED BUDGET (cont.)

Preventive/Routine: The increase of $1,194,097 is due to the delay of
several Federal projects along with the delay of several of the Manager's
primary projects, making available expenditures that were moved from
Construction/Capacity  Improvements and  Preservation/Structural
improvements to Preventive/Routine Maintenance. There was also an
increase in both primary and local maintenance, some of which was
attributed to an Increase in primary winter maintenance, surface
maintenance — cold paich, surface maintenance — gravel, seal coat, and
drainage & backslope.

Eguipment-Net: Management does their best in estimating the revenue
received from charges of equipment used during the year. Since the
amount of revenue is unknown due fo the high use of equipment during
the last few months of the fiscal year (construction season), the amount of
net equipment expense is simply an educated guess. As the year
progressed, we decreased the budget by $420,000.

Other: When the original budget was completed, financial information for
the non-road related pass-through Kochville Township Bike path project
was not available. When information became available we increased the

budget by $496,890 to the project in the budget.
AMENDED BUDGET VERSUS ACTUAL

The actual revenue exceeded the final budgel by approximately
$1,054,465. Significant variances are as follows:

Township Revenue:

Actual revenue exceeded the final budget by $673,798, due to information
about the actual revenue not being available until after the final budget
was adopled. Also, there are a significant amount of projects that were
outstanding at September 30, 2005.

Miscellaneous Revenue:

The variance of $199,426 in miscellansous revenue was due to a change
in the accounting manual. At the time the budget was amended,
insurance recoveries were to be budgeted as miscellanecus revenue.
After the budget was amended, we found the accounting manual directed
us to net the insurance recovery against the appropriate expense.



SAGINAW COUNTY ROAD COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

FOR THE YEAR ENDED SEPTEMBER 30, 2005

AMENDED BUDGET VERSUS ACTUAL (cont.)

Private Source Contributions:

The actual value of subdivisions accepted by the SCRC was greater than
anticipated, thus a variance of $578,978.

The actual expenditures were less than the final amended budget by §711,355.
Significant variances are as follows:

Preservation/Structural _Improvements: The large component in the
variance of $1,423,445 in this category can be attributed to the
postponement of the Manager's Primary projects, the postponement of
traffic signal installations, and the postponement of the Moorish Road
project to the first quarter of FY2006, along with the associated distributive
costs.

Preventive/Routine Maintenance: The variance of $406,224 is due to the
decrease mentioned above in the preservation/structural improvements
category, a portion of the expenditures were moved to this category,
therefore increasing it. Also the increase can be associated with the
material costs associated with the Townships reguesting more brining,
seal coating (and related sweeping operation) and gravel maintenance.
This also resulted in an increase of distributive expenses being allocated
to this category.

Equipment-Net: Management does their best in estimating the revenus
received from charges of equipment used during the year. Since the
amouni of revenue is unknown due fo the high use of equipment during
the last few months of the fiscal year (construction season), the amount of
nel equipment expense |s simply an sducated guess. The variance of
$378,365 is due to the difference in the estimated and actual results.

CAPITAL ASSETS

SCRC has capital assets for full accrual accounting purposes, net of
accumulated depreclation, of $137,655,976, which is an increase of $3,802,173.
This information, which includes infrastructure, is summarized below.



SAGINAW COUNTY ROAD COMMISSION
MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)
FOR THE YEAR ENDED SEPTEMBER 30, 2005

CAPITAL ASSETS (cont.)

2005 2004

Land and improvements $ 30,456,411 $ 28,821,809
Buildings 2,538,656 2,538,656
Road equipment 11,202,684 10,403,859
Other equipment 885,352 799,408
Infrastructure assets 188,118,157 178,757,547

Total Capital Assets 233,201,260 221,321,319
Accumulated Depreciation (95,545,284) {B7,567,518)
Net Capital Assets $ 137,655,976 $ 133,753,803

Additional information regarding capital assets Is located in the notes fo the
financial statements.

Long-Term Debf

At year-end, the SCRC's long-term debt consisted of compensated absences
(accumulated sick and vacation pay) in the amount of $680,750.

OTHER

Management is not aware of any currently known facts, decisiong, or conditions
expecied to have a significant effect on next year and beyond on the SCRC
financial condition. However, the SCRC is currently in negotiations to purchase a
new administration bullding/maintenance garage.

CONTACTING THE SAGINAW COUNTY ROAD COMMISSION'S
MANAGEMENT

This financial report is intended to provide our citizens and customers with a
general overview of the Saginaw County Road Commission's finances and to
show the Saginaw County Road Commission's accountability for the money it
receives. If you have any questions about this report or need additional
information, we welcome you to contact the Director of Finance and Benefits at
3020 Sheridan Avenue, Saginaw, Michigan 48601.



BASIC FINANCIAL STATEMENTS



SAGINAW COUNTY ROAD COMMISSION

STATEMENT OF NET ASSETS AND

GOVERNMENTAL FUND BALANCE SHEET

FOR THE YEAR ENDED SEPTEMBER 30, 2005

ASSETS
Cash
|mvestment
Accounts Recelvable
State Transportation Depariment
Sundry
Clties, Townships and Villages
[rterast
Inventories
Equipment materials and parts
Road materials
Frepaid expensze
Capital assets, net of accumutated depreciation
Total Assats

LIABILITIES
Accounts payable
Acerued liabilities
Depozits
Due to former emplayees
Due to State of Michigan
Deferred ravenuss
Compensated absences-tdue in more than one year
Total Liabilities

FUND BALANCEMNET ASSETS
Fund Balanoes:
Restricted for County Roads
Total Fund Balance
Total Liabilities and Fund Balanca

het Assets:
Invested in capitsl assets, net of related debt
Restricted for County Roads
Total Net Assets

See accompanying notes to the basic financial statements.

10

General Statement of
Fund Adjustments Met Assets

3 25735 5 - + 25735
5454673 - 5,454,673
2,259,405 - 2,258,405
103,550 - 103,550
1,408,104 - 1,409,104
21,137 - 21,137
135,349 - 135,348
2508 742 - 258,742
400,209 - 408,209

- 137 655,676 137,655,976

§ 10,077,904 137655076 _§ 147,733,880
% 728,212 $ - 3 726212
an77ro - 80,770
114,819 - 114,819
aonie - B.019
34,876 - 34,876
5,249 - 5,248

- 680,750 680,750

1,252,045 &80, 750 1,833,605
8,824,959 {8,824,858) x
£,824,050 (8,824,050 =

S 10,077,804

137 655,976 137 655,976

8,144,209 8,144 208
145,800,185 145,800,185




SAGINAW COUNTY ROAD COMMISSION

RECONCILIATION OF GOVERNMENTAL FUND BALANCE TO
NET ASSETS OF GOVERNMENTAL ACTIVITIES
SEPTEMBER 30, 2005

Total governmental fund balance $

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds

Long-term liabilities are not due and payable in the current period
and therefore are not reported in the funds

137,655,976

MNet Assets of Governmental Activities B

See accompanying notes to the basic financial statements.

11

145,800,185



SAGINAW COUNTY ROAD COMMISSION
STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND STATEMENT
OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

FOR THE YEAR ENDED SEPTEMBER 30, 2005

General Statement of
Fund Adjusiments Activities
Revenue
Federal % 2587919 % - % 2587919
State 14,466,989 - 14,466,089
County
City and Villages 39,270 - 39,270
Township 2.773,708 - 2773798
Cther governmeant 106,325 - 106,325
Interest 126,199 - 126,199
Charge for services 103,608 - 103,598
Miscallaneous 8,472 - B472
Gain on disposal 53,608 53,608
Private source contributions 1424 978 - 1,424 978
Total Revenue 21,691,156 - 21,891,156
Expendifuresfexpense
Primary construction/capacity improvamants 2,046 964 (2,046,964) -
Local construction/capacity improvements 1,784,048 {1,7B4,048) -
Primary preservalion/structural improvements 3,426,402 (3,426,402) -
Primary preventive’routing maintenance 3,257,604 - 3,257,504
Local preservation/structural improvements 3,737,792 (3,737,799} -
Local preventive/routine maintenance 4,826,606 - 4,826,608
Administrative 865,186 14,520 879,706
Meat equipment expense 58,385 - 58,365
Met capital outlay '
Capital outlay 1,220,283 (1,220,203) s
Depreciation {1,236,914) 1,238,814 -
Depreciation - 7.076.418 7.076.418
Dirain assessment 232 828 - 232,828
Cther Non-road 400,648 - 409,648
Total Expendituresisxpanse 20,728,729 {3,887.654) 16,841,075
Excess of Revenue Over {Under) Expenditures 982 427 (962,427) -
Change in Net Assets - 4,850,081 4,850,081
Fund Balance/Met Assets - Beginning of Year 7,862,532 133,087,572 140,950,104
Fund Balance/Net Asssts - End of Year ) $ 8,524,959 . $136,975,226 $M145,Bﬂﬂ,j 85

See accompanying notes to the basic financial statements.
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SAGINAW COUNTY ROAD COMMISSION

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUND TO THE
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED SEPTEMBER 30, 2005

Net Change in fund balance—total governmental funds $ 962,427

Amaounts reported for govemmental activities in the statement
are different becauss:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives as
depraciation expanse. This is the amount by which caplital
outlays exceeded depreciation in the current period. Equipment
retirement Is recorded as an expendifure credit in govemmental
funds, but not recorded as an expense in the statement of activities. 3,802,174

Some expenses reported in the statement of activities do not require
the use of current financlal resources and therefore are not raparted
as expenditures in governmental funds. (Increase in compensated
absences) {14,520}

Change in net assets of governmental activitiss $ 4,850,081

See accompanying notes to the basic financial statements.
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SAGINAW COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Saginaw County Road Commission's financial statements are prepared in
accordance with United States generally accepted accounting principles (GAAP).
The Governmental Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements.
Governments are also required to follow the pronouncements of the Financial
Accounting Standards Board (FASB) issued through November 30, 1989 {when
applicable) that do not conflict with GASE pronouncements. The mare significant
accounting policies established in GAAP and used by the Commission are
discussed betow,

A. Reporting Entity

The Commission, which is established pursuant to County Road Law (MCL
224.1), Is governed by a three-member board of County Road Commissioners
appointed by the Saginaw County Board of Commissioners. The Commission is
a component unit of the Saginaw County and its financial statements are an
integral part of the comprehensive annual financial report of the Saginaw County.

Based upon GASB Statement 14, which establishes criteria for determining the
reporting entity, these financial statements present the Saginaw County Road
Commission, a discrefely presented component unit of Saginaw County, and
include the Commission’s general operations fund.

The Commission’s Operating Fund is used to control the expenditures of
Michigan Transportation Fund moneys distributed to the County, which are
earmarked by law for street and highway purposes. The Board of County Road
Commissioners is responsible for the administration of the Road Commission
Operating Fund.

B. Government-Wide Statements and Fund Financial Statements

The government-wide financial statements (i.e. the Statement of Net Assets and
the Statement of Changes in Net Assets) report Information on all of the activities
of the Saginaw County Road Commission. There is only one fund reported in the
government-wide financial statements.

This government-wide approach is focused more on the sustainability of the
Commission as an entity and the change in the Commission’s net assets from
the current year's activities.

15



SAGINAW COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE 1—-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

B. Govemment-Wide Statements and Fund Financial Statements (continued)

Separate financial statements are provided for the Operating Fund
(governmental fund). The Operating Fund is an independent fiscal and
accounting entity with a self-balancing set of accounts. Fund accounting
segregates funds according to their intended purpose and is used to aid
management in demonstrating compliance with finance-related legal and

contractual provisions.

C. Measurement Focus, Basis of Accounting and Financial Statement
Presentation

The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenue is
recorded when samed and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as
revenue in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility reguirements imposed by the
provider have been met.

Governmental fund financial statements are reported using the current financial
resources measursment focus and the modified accrual basis of accounting.
Revenue is recognized as soon as it is both measurable and available. Revenue
is considered to be available if it is collected within the current period or soon
enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and
claims and judgments are recorded only when payment is due.

Michigan fransportation funds, grants, permits, township contributions and
interest associated with the current fiscal period are all considersd to be
susceptible to accrual and have been recognized as revenue of the current fiscal
period. All other revenue items are considered to be available only when cash is

received by the government.

D. Assets, Liabilities, and Net Assets or Equity

Cash, Cash Eguivalents and Investments

Cash and cash equivalents are considered to be cash on hand, demand deposits
and shori-term investments with a maturity of three months or less when
acquired, Investments are stated as fair value.
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SAGINAW COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

Inventories

Inventories are priced at cost as determined on the average unit cost method.
Inventory items are charged fo road construction and maintenance, equipment
repairs and operations as used.

Prepaid Expenses

Certain payments to vendors reflect costs applicable to future fiscal years and
are recorded as prepaid expense in both the govermment-wide and fund financial

statements.

E. Capital Assets and Depreciation

Capital assets purchased or acquired are reported at historic cost. Contributed
assets are reported at fair market value when received. Additions, improvements
and other capital outlays that significantly extend the useful life of an asset are
capitalized. Other costs incurred for repairs and maintenance are expensed as
incurred, Capital assets are capitalized and depreciated according to State
guidelinas, Depreciation is computed on the sum-of-the-year s-digits methods for
road equipment and straight-line method for all other capital assets over the
following estimated useful lives:

Years
Buildings 25-50
Road eguipment 5-8
Other eguipment 4-20
Infrastructure 5—50

GASB 34 requires the Commission to report and depreciate infrastructure assets
in its government-wide statements, Infrastructure assets include roads, bridges,
traffic signals, etc. Neither these assets nor related depreciation have historically
been reported in the previously |ssued financial statements. The Commission
has implemented the general provisions and fthe retroactive infrastructure
reporting requirements in the year of GASB 34 adoption.

F. Budgets and Budgetary Accounting

The Road Commission follows these procedures in establishing the budgetary
data reflected In the financial statements:

+ A budget is adopted by the Board of County Road Commissioners

of Saginaw County prior to October 1 of each year. The budget
includes proposed expenditures and a means of financing them.

17



SAGINAW COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE 1--SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

* The Saginaw County Road Commission approved budget is then
submitted to the Saginaw County Board of Commissioners.

¢ The budgel is preparad by the Road Commission on a basis
consistent with U.S. generally accepted accounting principles and
revised as deemed necessary during the year.

« Budgets are prepared using the modified accrual basis of

accounting.
o The budgetary informafion presented has been amended
throughout the year.

« The chief administrative officer is authorized to fransfer up to 25%
of a line item amount approved in the General Appropriations Act to
another line item without prior approval, but subject to approval of
the Board of County Road Commissioners at their next regular
Board Meeting.

Law requires budget amendments as needed (o prevent actual expenditures
from exceeding those provided in the budget. Expenditures, which exceeded
appropriations, are illustrated in required supplemental information.

G. Liabilities

Accounts Pavable

Accounts payable consist of items from which the Commission benefited
during the current fiscal year but have not yet paid.

Accrued Expenses

Accrued expenses consist mainly of employee salaries, wages, and
related payroll taxes.

Deferred Revenue

Deferred revenue consists of prepaid permits.

Compensated Absences

Consists of amounts due to employees for sick and vacation time.

Due to State of Michigan

Consists of amounts due fo the State for the Commission’s portion of
projects.
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SAGINAW COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

Deposits

Performance deposits are amounts paid by contractors and held by the
Commission until the projects are completed and inspected.

NOTE 2—CASH AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authorizes the Road Comrmission fo
deposit and invest in the accounts of federally insured banks, credit unions, and
savings and loan associations; bonds, securities and other direct obligations of
the United States, or any agency or instrumentality of the United States; United
States government or federal agency obligations repurchase agreements;
banker's acceptance of United States banks; commercial paper rated within the
two highest classifications, which mature not more than 270 days after the date
purchase; obligations of the State of Michigan or its political subdivisions which
are rated as investment grade; and mutual funds composed of investment
vehicles which are legal for direct investment by local units of government in
Michigan. Financial institutions eligible for deposit of public funds must maintain
an office in Michigan.

At year-end, the carrying amount of the commission’s depaosits was $5,480,408.
The bank balance and county balance was $5,936,973. Of the bank balance,
$100.000 was covered by federal depository insurance and $5,836,973 was
uninsured and uncollateralized.

All special revenue fund investments are held in the name of the Saginaw County
Treasurer; therefore, the insured amount of Road Commission investment is not
determinable. Since the County has in excess of the $100,000 limits, all Road
Commission Investments are presumed to be uninsured.

A summary of cash and investments follows:

The commission's deposits are categorized below according to level of credit
risk:

- Category 1 represents the county road commission's insured or
collateralized deposits with securities held by the commission or by s
agent in the commission's name.

- Category 2 represents the county rcad commission's collateralized
deposits with securities held by the pledging financial institution's trust
department or agent in the county road commission’s name.

- Category 3 represents the county road commission’s uncollateralized
deposits including any bank balances that are collateralized with
securities held by the pledging financial institution’s trust department or
agent but not in the county road commission’s name.
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SAGINAW COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE 2—CASH AND INVESTMENTS (continued)

Category Bank Carrying

1 2 3 Balance Armount
Demand deposits $382300 % - % 100000 § 482300 § 25385
Investmaent held by County - - 5,454 673 5,454 673 5,454,673
Cash on hand - - 350 - 350
Totals § 382,300 $ - F 5,665,023 55,836,873 $ 5,480 408

It is the policy of the SCRC to have investments made by the County Treasurer
based on his/her judgment.

NOTE 3-—-CAPITAL ASSETS AND DEPRECIATION

Changes in capital assets for the year are as follows:

Balanca Balance
Governmental Activities 10012004 Additlons Relirameants BA2005
Capital Assats Not Being Depreciated
l.end % 616,385 % - 5 - -1 618,385
L.and and improvemerits, infrastrucitne 28,203,424 1,634,602 - 29,838,026
Total Land and Improvements 28,821,800 1,634,602 - 30,456,411
Cther Capital Assets
Buildings and improvements 2.038 658 - - 2,638 B56
Road equipmant 10,403,899 1,108,836 (310,081) 11,202,684
Chther equipment 799,408 111,457 (25,513 B8s5,352
Infrastruciure and improvemants 178,767,547 4,360,610 - 188,118,167
Total Other Capital Assats 182 488,510 10,580,803 (335,564) 202,744,840
Total Capital Assets 221,321,318 12,215,505 {335,554) 233,201,260
Acoumulated Depraciation
Buildings and impravemants 1.817.601 80,744 - 1,878,342
Road equipment 7,506,058 1,072,857 {305,154) B273.821
Other sguipment 393,894 93,067 {21,121} 466,742
Infrastrusture and improvements 77,549 861 7.07T6.418 - 84,826,379
Total Accumulated Depreciation 87,567 516 £,304,083 (326,315) 5,545,254
Total Met Capital Assets ¥ 133,753,803 F 3811422 5 (8,248 & 137,655,876

NOTE 4--LONG-TERM LIABILITIES

The Road Commission pays 65% of accrued unused sick leave at retirement.
The amount due at September 30, 2005 is $452,446. Additionally, up to twenty
days vacation may be carried over to a succeeding year, subject to certain
restrictions. Accumulated vacation payable at September 30, 2005 is $228,304.
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SAGINAW COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE 4--LONG-TERM LIABILITIES

Following is a summary of long term liabilities for the year ended September 30,
2005:

Balance Balance
10/1/2004 Increase {reduction) 8/30/2005
Accrued compensated
absences $ 666,231 $ 443,646 $ 429,127 3 680,750
Total $ 666,231 $ 443,646 $ 429127 $ 680,750

NOTE 5--UNEMPLOYMENT COMPENSATION

The Road Commission is subject to the Michigan Employment Security Act and
has elected the reimbursement method of financing. Under this method, the
Road Commission must reimburse the Michigan Employment Security
Caommission for all benefits charged against the Road Commission. There was
no unemployment expense in 2005.

NOTE 6-~PENSION PLAN

Plan Description

The Road Commission's defined benefit pension plan provides retirement,
disability, and death benefits to plan members and beneficiaries. The Road
Commission participates in the Municipal Employees Retirement System of
Michigan (MERS), an agent multiple-employer plan administered by the MERS
Retirement Board, Act No. 427 of the Public Acts of 1984, as amended by 1996
PA 220, establishes and amends the benefit provisions of the participants in
MERS. The fiscal year for the retirement plan ends December 31. The
Municipal Employees Retirement System of Michigan issues a publicly available
financial report that includes financial statements and required supplementary
information for MERS., That report may be obtained by writing the Municipal
Employees Retirement System of Michigan, 447 N. Canal Road, Lansing,
Michigan 48917 or by calling (800) 767-6377.

Funding Policy

The union members of the plan are required to contribute at an actuarially
determined rate; the current rate is 4.7% for union employees and 2% for
management of annual covered payroll, The contribution requirements of the
Road Commission are established and may be amended by the Retirement
Board of MERS. The confribution requirements of plan members, if any, are
established and may be amended by the Road Commission depending on the
MERS contribution program adopted by the Road Commission.
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SAGINAW COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE 6-PENSION PLAN (continued)

Annual Pension Cost

For the year ended September 30, 2005, the Road Commission's annual pension
cost and required contribution was $165,245. The required contribution was
determined as part of the December 31, 2003, actuarial valuation using the entry
age actuarial cost method. The Road Commission chose to make voluntary
contributions in the amount of $76,000 for the fiscal year ended September 30,
2005, The actuarial assumptions included (a) an assumed rate of investment
return which is used to discount liabilities and project what plan assets will earn.
the net long-term investment vyield is assumed to be 8%, (b) a monality table
projecting the number of employees who will die before retirement and the
duration of benefit payments after retirement, (c) assumed retirement rates
projected when employses will retire and commence receiving benefits, (d) a set
of withdrawal and disabllity rates to estimate the number of employees who will
leave the work force before retirement, (e) assumed rates of salary increases of
4.5% to project employees compensation in future years and (f) no specific price
inflation assumption was needed for this valuation, the 4.5% wage inflation
assumption would be consistent with a price inflation of 3% to 4%. The actuarial
value of MERS assets was determined on a basis of a valuation method that
assumes the fund eams the expected rate of retum and includes an adjustment
to reflect market value.

Three-vear Trend Information

Annual Percentage Net
Calendaer Pension of APC Pension
Year Ended Cost Contributed Asset
8/30/2003 $ 27,062 2.89% $ 51,410
8/30/2004 $ 118,458 1.51% $ 60,000
9/30/2005 $ 165,246 1.46% $ 76,000
Unfunded UAAL
Actuarial (Over asa
Actuarial Accrued Funded) % of
Actuarial Value of Liability AAL Funded Covered Coverad
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll
Date (a) {b) (b-a) {a/b) (c) (b-a)/ (c)

12131/2002 § 21,397,622  $ 19,339,097  §(2,058,525) 111% $3,537,272 0.0%
12/31/2003 § 21,886,543 § 19,770,380 $(2,116,153) 111% $ 3,433,645 0.0%
12/31/2004  § 22,394,199 § 21,078,436 $(1,315,764) 116% $3.814,645 0.0%

The Road Commission's actuarial accruesd liability is over-funded as of
December 31, 2004, the date of the last actuary report.
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SAGINAW COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE 7--RISK MANAGEMENT

The Road Commission is exposed to various risks of loss related to torts; theft of,
damage to, and destruction of assets; errars and omission; injuries to employees;
and natural disasters.

During the fiscal year, the Road Commission participated in the Michigan County
Road Commission Sslf Insurance Pool (MCRCSIP), a public entity risk pool
currently operating as a common risk management program for road
commissions in the State of Michigan. The Road Commission pays an annual
premium to SIP for its general insurance coverage. The MCRCSIP is self-
sustaining through member premiums.

During the fiscal vear, the Road Commission also participated in the County
Road Association Self Insurance Fund (CRASIF) for its workers' compensation
benefits. The CRASIF is also a common risk management program for road
commissions in the State of Michigan and is self-sustaining through premiums.
In the event of unusually high claims, both the MCRCSIP and the CRASIF have
the authority to bill the member road commissions retroactively.

The Road Commission continues to carry commercial insurance for other risks of
loss, including employes health, Commission’s bonds and accident insurance.

NOTE B--LITIGATION
The Road Commission is a party to various legal proceedings, which normally
occur in governmental operations for which the Road Commission carries

commercial insurance.

NOTE 9--POST-EMPLOYMENT BENEFITS

In addition to the pension benefits described in Note 8, the Saginaw County
Road Commission provides post-employment health, dental and life insurance
benefits, in accordance with Saginaw County Road Commission’s union contract
Article 28, to all employees who retire from the Saginaw County Road
Commission and qualify for benefits under MERS. Currently, 80 retirees’
contracts meet those eligibility requirements. Coverage for non-union retirees is
provided upon the discretion of management.

For those employees who terminate without retirement, healthcare benefits are
terminated. At that time, the former employee has continuation rights to health
insurance coverage under the COBRA law of 1985,
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SAGINAW COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE 9--POST-EMPLOYMENT BENEFITS (continued)

The Saginaw County Road Commission pays approximately 97% of the cost for
Community Blue PPO 2 for refired union employees, dependents and surviving
spouses eligible to participate in the group plan. They may elect to buy up to
Community Blue PPO 1 at 100% of the cost difference between PPO 2 & 1.
They may also elect to buy down to Community Blue PPO 3 and be paid 50% of
the difference. All are still required to pay 25% of the increase in premium from
one year to the next no matter which PPQO plan they choose.

The Saginaw County Road Commission pays 100% of the cost for Community
Blue PPO 1 for retired management employees, dependents and surviving
spouses eligible to participate in the group plan.

The Saginaw County Road Commission pays 100% of the cost for dental
coverage for management and union retirees, dependents and surviving spouses
eligible to participate in the group plan. The Saginaw County Road Commission
also pays 100% of the cost for life insurance coverage for the retiree only.

Expenditures for post-employment healthcare are recognized as claims or
premiums as paid. During the year ended September 30, 2005, the cost of
health, dental and life insurance benefits for retirees, dependents and surviving
spouses was $658,451.

NOTE 10--FEDERAL GRANTS

The Michigan Department of Transporiation (MDOT) requires that road
commissions report all Federal and State granits pertaining to their county.
During the year ended September 30, 20085, the Federal aid received and
expended by the Road Commission was $2,587,919 for contracted projects and
$0 for negotiated projects. Contracted projects are dsfined as projects
performed by private contractors paid for and administered by MDOT (they are
included in MDOT’s single audit). Negotiated projects are projects where the
road commission administers the grant and either performs the work or contracts
it out. The Read Commission would be subject to single audit requirements if
they expended $500,000 or more for negotiated projects.

24



REQUIRED SUPPLEMENTAL INFORMATION
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SAGINAW COUNTY ROAD COMMISSION
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED SEPTEMBER 30, 2005

Actual Vs.
Final Budget
Original Final Favorable
Budget Budget Actual {Unfavorable)
Revenue
Federal $ 3,535,188 $ 2673975 § 2,587,919 $ (86,056)
State 14,554,565 14,553,618 14,466,989 (86,629)
County
City and Villages 1,000 36,000 39,270 3,270
Township 2,324,813 2,100,000 2,773,798 673,798
Other govarnment 11,000 15,200 106,325 91,125
Interest 53,000 90,000 126,199 36,199
Charge for services 70,000 100,000 103,598 3,598
Miscellansous 10,000 207,898 8,472 (199,428)
Gain on disposal 20,000 14,000 53,608 39,608
Private source contributions - 846,000 1,424,878 578,978
Total Revenue 20,619,567 20,636,621 21,691,156 1,054,465
Expenditures
Construction/capacity improvements 3,603,388 3,682,734 3,831,012 (148,278)
Preservation/structural improvements 9,880,155 8,587,646 7,164,201 1,423,445
Fraveniive/routine maintenance 6,483 789 7,677,886 8,084,110 (406,224)
Administration 831,000 925,000 965,186 (40,186)
Capital Outlay-net 232,900 157,000 (16,621) 173.621
Equipment-net 100,000 (320,000} 58,365 {378,365)
Drain assessment 270,000 232,828 232,828 -
Other - 496,990 409,648 87,342
Total Expenditures 21,611,242 21,440,084 20,728,729 711.355
Excess of Revenues Over
(Under) Expendiiures {891,675) (803,393) 962,427 1,765,820
Fund Balance, Beginning of Year 7,862,532 7.862,532 7,862,532 -
Fund Balance, End of Year $ 6,870,857 § 7,059,138 3 8,824,958 $ 1,765,820
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ADDITIONAL SUPPLEMENTAL
INFORMATION
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SAGINAW COUNTY ROAD COMMISSION
ANALYSIS OF REVENUE, EXPENDITURES, AND CHANGES IN
FUND BALANCE—SPECIAL REVENUE FUND
FOR THE YEAR ENDED SEFTEMBER 30, 2005

Appropriated
Primary Logal County
Roads Roads Roads Total
Revenues
Federal
Surface fransporiation
program $ 2,038,203 $ 146779 ! - $ 2,186,072
Bridge 30,288 366,792 - 307,081
Other Rail Trall - - 4,786 4,766
Total Federal 2,068,582 513,571 4,766 2,587,919
State
Engineering 6,684 3,308 - 10,000
Urban road 1,148,802 580,578 - 1,730,380
Allocation 7,782,443 3,843,519 - 11,625,962
Critical bridge 5679 68 774 - 74 453
State bonus funds - - 318,529 318,929
Economic development fund 707,265 - - 707,285
Total State 9.661,883 4 4868 177 318,929 14,466,089
County
City and villages s 31,953 7,317 39,270
Township 1,192 2,520,679 257 920 2,773,798
Other government - 2,733 103,582 106,325
Total County 1,198 2,555,365 362,820 2,918,323
Other
Interest and rents £8,200 41,282 16,717 126,189
Charges for services 10,380 67,339 25,809 103,588
Miscellaneous - - 8,472 8,472
Galin (loss) equipment disposals 10,185 12,866 30,557 £3.,808
Private source contributions 23,853 1,401,125 - 1,424,978
Tatal Other 112,598 1,522,612 81,645 1,716,855
Total Revenues £11,835,262 b 9087725 $ 768,169 $ 21,691,156

Sees independent auditor's report on supplamentary information.
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SAGINAW COUNTY ROAD COMMISSION

ANALYSIS OF REVENUE, EXPENDITURES, AND CHANGES IN
FUND BALANCE--SPECIAL REVENUE FUND
FOR THE YEAR ENDED SEFTEMBER 30, 2005

Expenditures

Construction/capacity improvements  § 2,046,964

Freservation/structural improvements

Preventiva/routine maintenance

Other

Administration
Equipment
Less: equipment rental
Capital outlay
Less: depreciation cradits
and retirements
Cirain azsessment
Cther Non-road

Total Other

Total Expenditures

Excess of revenue over

{under} expenditures

Other financing sources (uses)
Optional transfer

Fund Balance, Beginning

Fund Balance, Ending

Appropriated
Primary Local County
Roads Foads Roads Tatal
5 1,784,048 5 - $ 3831012
3426 402 3,737,799 - 7.1684,201
3,257,504 4,826,606 - 8,084,110
441,678 523,508 - 965,186
1,168,938 2007472 122,245 3,298,655
(1,148,253 (1,971,051 (120,086) (3,240,290}
610,146 - 610,147 1,220,203
(237,881) {2594,840) (704,3293) {1,236.914)
58,207 174,621 - 232 828
_ . 409,648 409,648
882,835 438,010 317,561 1,642,406
0.623,705 10,787,463 317,561 20,728,720
2,211 B57 {1,898,738) 450,608 952 427
(2,000,000) 2,000,000 - -
4,249,057 2,571,082 1,041,513 7,862,632
_$ 4 460 614 5 2872224 51,492,121 . % 8,824,059




SAGINAW COUNTY ROAD COMMISSION
SCHEDULE OF FEDERAL FINANCIAL AWARDS
FOR THE YEAR ENDED SEPTEMBER 30, 2005

Federal Pass-through

Federal Grantor/Pass Through CFDA Entity Federal
Grantor/Program or Cl r Title MNumber Number Expenditures

U. S, Department of Transportation Highway
Research, Planning and Construction

Michigan Department of Transporiation 20.205
582694, B 147,787
783194 1,393
B3531A 34,698
56079A 768,000
50191 890,508
5O818A 9,611
5O81TA 20,6785
566344 366,792
739854, 2,476
T82B5A 148,779
BOB30A 194,431
MNon-Road 4,765
$ 2,587,918

Note: Federal financial assistance, received under the highway planning and
construction program, in the amount of $2,587,819 was administered by the
State of Michigan. The Road Commission has no responsibilities regarding fiscal
or compliance controls over such assistance.

See independent auditor's repert on supplementary information.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS REQUIRED BY
GOVERNMENT AUDITING STANDARDS

January 27, 2006

Members of the Board

of County Road Commissioners
of Saginaw County

Saginaw, Michigan

We have audited the financial statements of the governmental activities of
Saginaw County Road Commission, a component unit of Saginaw County, as of
and for the year ended September 30, 2005, which comprise the Saginaw
County Road Commission's basic financial statements, and have Issued our
report thereon dated January 27, 2006. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Saginaw County Road
Commission's intemal control over financial reporting Ih order to determine our
auditing procedures for the purpose of expressing our opinion on the financial
statements and not fo provide assurance on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would
not necessarily disclose all matters in the internal control over financial reporting
that might be material weaknesses. A material weakness is a condition in which
the design or operation of one or more of the Internal control components does
not reduce to a relatively low level the risk that misstatements caused be error or
fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a fimely period by
employees in the normal course of performing their assigned functions. We
noted no matters involving the intemal control over financial reporting and its
operation that we consider to be materlal weaknesses.

4855 State Sweet | T.O. Bux 6457 | Saginaw, Michigan 48 EJ | 9897933900 | Fax: 98%.700.2155
5206 West Cenesee Siveel | Frankenmuth, Michigan 48733 [ 989.652.6220 | Fax: 980.652.2245



Members of the Board

of County Road Commissioners
of Saginaw County

Saginaw, Michigan

Page Two

January 27, 2006

Compliance

As part of obtaining reasonable assurance about whether Saginaw County Road
Commission's financial statements are free of material misstaternent, we
performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance that are required 1o
be reported under Government Auditing Standards.

This report is intended for the information of management and the Board of
County Road Commissioners. Howsver, this repott is a matter of public record
and its distribution is not limited.

Lo, Prarimpme, Hebruman. 3 Hiptege, A C

Certified Public Accountants
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